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COMMISSIONERS 
GARY PIERCE - CHAIRMAN 
BOB STUMP E12 APR 12 F‘;! 3 23 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 

COMMISSION 
Arizona Corporation Commission 

APR 1 2  2012 

DOCKETED 

[ DOCKFlEDBY 1 I 

IN THE MATTER OF THE APPLICATION OF Docket No. E-01049A-12-0142 
MORENCI WATER & ELECTRIC COMPANY 
FOR AN ADJUSTMENT IN ITS PURCHASED 
POWER AND FUEL ADJUSTMENT CLAUSE 
RATE (“PPFAC”) 

APPLICATION 

Morenci Water & Electric Company (“MWE”), through undersigned counsel, respectfblly 

requests that the Arizona Corporation Commission authorize and approve an adjustment to 

MWE’s Purchased Power and Fuel Adjustment Clause (“PPFAC”) rate starting September 1, 

2012, in order to address the current under-collected bank balance. In support of this application, 

MWE states: 

1. MWE is an Arizona public service corporation certificated by the Commission to 

provide electric and water service to customers in various portions of Greenlee County, Arizona. 

MWE services approximately 2,100 electric customers. 

2. In Decision No. 68813 (June 29, 2006), the Commission approved a PPFAC rate 

of negative $0.01 9 per kilowatt hour (kWh). 

3. In Decision No. 71468 (January 26, 2010), the Commission approved a temporary 

PPFAC rate of negative $0.027 per kWh for the 12-month period starting February 2010 through 

January 20 1 1. MWE had filed an application to reduce the PPFAC rate at that time - to address an 

increasing over-collected bank balance due to reduced gas prices and the resulting reduced 

wholesale power rates. For the residential customer using an average of 595 kilowatt hours 

(kWh) per month, this resulted in a decrease of approximately $4.76 per month. 

4. On November 3, 2010, MWE requested a hrther decrease of the PPFAC rate to 

negative $0.051 per kWh - due to a continuation of reduced gas prices and resulting reduced 
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Nholesale power prices. As a result, MWE's over-collected bank balance increased from April 

2010 to September 2010 (from $465,442 to $506,933), even with the then-current negative 

S0.027-per-kWh PPFAC rate. Decision No. 72065 (January 6, 2011) approved the decrease to 

iegative $0.051 per kWh. This was successful in rapidly reducing the over-collected bank 

oalance by the end of 2011. The Commission approved this decrease in Decision No. 72065 

:January 6,201 1). For the residential customer using an average of 595 kilowatt hours (kWh) per 

month, this resulted in a further decrease of approximately $14.28 per month (and a total of over 

$19.00 per month from January 2010). 

5.  The current PPFAC rate is now resulting in customers paying a fuel and purchased 

power rate that is below the actual cost of fuel and purchased power - consequently increasing the 

under-collected PPFAC bank balance. Even though Decision No. 72065 anticipated resetting the 

PPFAC rate in the currently-pending general rate case (Docket No. E-O1049A-11-0300), MWE is 

requesting to increase the PPFAC rate to negative $0.03122 per kWh before the rate case is 

resolved. The current PPFAC bank balance is now under-collected; and MWE expects the under- 

zollection to rapidly increase to over $500,000 by December 2012. A PPFAC rate of $0.03122 per 

kWh will gradually eliminate the under-collected balance by the fourth quarter of 2015. 

6. MWE submits this Application at this time as it is the appropriate time to address 

the rapidly-increasing under-collected bank balance. Attached as Exhibit 1 to the Application, and 

incorporated by reference, are schedules detailing the PPFAC bank balance levels and detailing 

how increasing the PPFAC rate to negative $0.03122 per kWh is anticipated to gradually 

eliminate the under-collected PPFAC bank balance by November 2015. Based on its current 

estimate of power costs, MWE anticipates that a PPFAC rate of negative $0.03122 per kWh will 

result in a slightly over-collected balance of $13,502 by the end of 20 15. 

7. Given the nature of MWE's load profile and how it procures power, MWE 

anticipates that the price for purchase power will remain relatively low and stable for the 

foreseeable future. For its non-mining customers, the average cost per kWh averaged 

approximately $0.040640 per kWh in 201 1. 

2 
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8. Based on average use of 595 kWh, the customer's bill would reflect an increase of 

2pproximately of approximately $1 1.77 per month by increasing the PPFAC rate to negative 

$0.03122 per kWh from negative $0.05100 per kWh. The total monthly bill for a residential 

:ustomer using an average of 595 kWh per month would increase from approximately $35.54 to 

$47.3 1. 

9. Even so, the total fuel and purchased power rate (base rate plus PPFAC rate) would 

remain among the lowest in the state at $0.04400 per kWh. And as stated above, the negative 

PPFAC rate gradually reduces the under-collected balance over a three-year timeframe. Finally, 

the proposed rate is still lower than the PPFAC rate approved in Decision Nos. 68813 or 71648, 

md still is a savings of $7.27 per month, for a customer using an average of 595 kWh per month, 

1s compared to the PPFAC rate of $0.01900 per kWh approved in Decision 6881 3 (when the total 

monthly bill averaged approximately $54.58). 

10. MWE requests that the Commission approve its proposed adjustment on or before 

September 1,2012. MWE intends to notice customers of this Application. 

WHEREFORE, MWE respectfully submits that the Application be granted and that an 

order increasing the PPFAC rate for MWE to negative $0.03122 per kWh be approved effective 

on or before September 1,2012. 

RESPECTFULLY SUBMITTED this 12fh day o 

ELECTRIC COMPANY 

e Arizona Center 
400 East Van Buren, Suite 800 
Phoenix, Arizona 85004 
(602) 256-6100 

Attorneys for Morenci Water & 
Electric Company 
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lriginal and 13 copies filed 
lis 1 2th day of April, 20 12, with: 

locket Control 
,RIZONA CORPORATION COMMISSION 
200 West Washington Street 
hoenix, Arizona 85007 

lopies of the foregoing hand-delivedmailed 
lis 12* day of April, 2012 to: 

,yn A. Farmer, Esq. 
:hief Administrative Law Judge 
rearing Division 
uizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 

anice M. Alward, Esq. 
Zhief Counsel, Legal Division 
lrizona Corporation Commission 
1200 West Washington Street 
?hoenix, Arizona 85007 

Steve Olea 
&rector, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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